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Fund Stand-By Arrangement with Colombia 


The Government of Colombia has entered into a one- 
year $25 million stand-by arrangement with the Inter- 
national Monetary Fund in support of its new exchange 
system. 

On June 18, the Colombian Government and the Fund 
jointly announced a simplification of Colombia’s ex- 
change system, with the elimination of quantitative re- 
strictions on imports and the introduction of a fluctuat- 


ing rate of exchange in a certificate market (see this 


IFC Investment in 


The International Finance Corporation announced on 
June 20 that it had reached agreement, subject to com- 
pletion of the necessary legal formalities, for an invest- 
ment of $2 million in Siemens do Brasil Companhia de 
Electricidade for expansion of manufacturing operations. 
Siemens do Brasil is owned by Siemens of West Germany. 

The Corporation’s investment, together with the equiv- 
alent of $8.5 million being invested by Siemens of Ger- 
many, will be used to expand the plant facilities and 
business of Siemens do Brasil for the manufacture of 
electric generating equipment, switchgear, transformers, 
large motors, and accessories for utility and industrial 
application as well as telephone equipment. This will be 
the first integrated plant for the manufacture of such a 
broad range of heavy electrical apparatus in Brazil. Con- 
struction of the new plant is now under way, and comple 
tion within three years is scheduled. Initial production 


is to be started at the beginning of 1958. 


IBRD Loan to 


The World Bank on June 26 made a loan equivalent 
to US$4.8 million for the improvement of transport in 
United Nations Trust 


central Africa administered by Belgium. 


Territory in 
The loan will 


help to finance the construction of a modern port on 


Ruanda-Urundi, a 


Lake Tanganyika at Usumbura, the administrative capi- 
tal, and the building of a 25-mile paved highway from 
Usumbura up 4,500 feet to the central plateau, where 
most of the population and economic activity are con- 
centrated. 

The Belgian-American Banking Corporation is partici- 


pating in the loan, without the World Bank’s guarantee, 


Vews Survey, Vol. IX, p. 389). The Colombian Govern- 
ment intervene in this market to minimize short- 


The stand-by 


arrangement is provided as an assistance to the Colom- 


may 


term fluctuations in the exchange rate. 


bian Government in maintaining an orderly exchange 
certificate market. 

Source: International Monetary Fund, Press Release, 
Washington, D.C., June 22, 1957. 


Enterprise in Brazil 


The IFC 


bearing interest at 6 per cent, maturing in 15 years, with 


investment of $2 million will be in notes 
amortization beginning at the end of the eleventh year, 
to retire the issue in equal annual amounts by maturity. 
In addition, IFC receives a 15-year option on shares 
equivalent to the complete conversion of its notes based 
upon the stock at par and the cruzeiro at its present U.S. 
dollar value. 


IFC’s be- 


tween Siemens do Brasil and IFC will contain the usual 


investment is unsecured, but the contract 
protective covenants. The notes will be redeemable at par 


at any time. Disbursement of the IFC investment will be 
in installments as required, with Siemens paying a cus- 
tomary commitment fee on the undisbursed portion of 
the $2 million commitment. 

Source: International Finance Corporation, Press Re- 


lease, Washington, D.C., June 20, 1957. 


Ruanda-Urundi 


to the extent of $359,000, representing the first four 
falling semiannually 15, 
1961 through July 15, 1962. 


The loan was made to the Trust Territory of Ruanda- 


maturities due from January 


Urundi and is guaranteed by the Kingdom of Belgium. 
It is for 20 years and bears interest of 5°% per cent 
including the | per cent commission which is allocated 
to the Bank’s Special Reserve. 


will begin January 15, 1961. 


Amortization payments 
Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 


June 26, 1957. 





Europe 


EPU Settlements for May 1957 


The settlement operations of the European Payments 
Union for May 1957 covered a total of net surpluses or 
deficits of 155.5 million units of account (1 unit of 
account=US$1), compared with 173.3 million units for 
April and 150.6 million units for March. The net sur- 
pluses or deficits of the EPU member countries for March, 
April, and May 1957 are shown in the accompanying 
table. Creditor countries are presented in descending 
order and debtor countries in ascending order of their 
respective cumulative creditor or debtor positions vis-a-vis 


the EPU as of the end of May. 

As in the months immediately preceding, the Federal 
Republic of Germany in May had the largest surplus and 
The United Kingdom had a 


deficit, in contrast to a surplus in April. On the other 


France the largest deficit. 
hand, the deficits of France, Belgium-Luxembourg, and 
Switzerland declined, and Sweden and Austria had sur- 


pluses, compared with deficits in April. 


Net Surpluses (+) or Deficits (-) in EPU 


(In millions of units of account) 


Mar. Apr. May 
: ; 1957 1957 1957 
Creditor Countries 
Germany, Fed. Rep. +107.2 +123.2 4138.6 
Belgium-Luxembourg 4.4 -16.1 11.6 
Netherlands 2.1 +-3.9 —0.6 
Switzerland —21.2 -—13.4 -10.1 
Sweden +31.5 -0.8 +-13.4 
Austria 1.1 —4.0 +3.1 
Greece —0.3 -2.2 —5.6 
Debtor Countries 
Iceland — —0.3 —0.4 
Portugal —§.1 —4.5 -8.1 
Norway +11.3 +0.2 +0.4 
Denmark —6§.4 —10.3 —8.2 
Turkey -—6§.8 -7.3 -6.8 
Italy +0.6 -6.3 —4.4 
United Kingdom —8.4 +45.9 ~—20.9 
France -~93.7  -108.2 —78.9 


Since the existing settlement facilities of France were 
nearly exhausted after the completion of operations for 
May 1957, the Council of the Organization for European 
Economic Cooperation has approved the proposal of the 
Managing Board of the EPU that the rallonge of 200 
million units of account which had been granted to France 
for the year July 1, 1957 to June 30, 1958 (see this News 
Survey, Vol. IX, p. 366) should start to be available as 
from June 1, 1957. 


Sources: Organization for European Economic Coopera- 


tion, Press Releases, Paris, France, June 14 and 
15, 1957. 
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London Gold Prices 


Following the announcement of the movement of U.K. 
gold and dollar reserves in May (see this News Survey, 
Vol. IX, p. 382), the sterling price of gold in London 
touched its highest level for the year, 251s. 24d. per fine 
ounce. The dollar price of gold also exceeded $35 for 
the first time since the Suez crisis in October. A partial 
explanation of the movement of the sterling price is a 
sudden increase in demand from several quarters, espe- 
cially France, India, and the Middle East, in a market 
which has recently been fairly short of supplies, especial- 
ly in the absence of Russian offerings. By June 22, the 
London gold price had fallen to 250s. 844d. 

Sources: The Times, London, England, June 7, 1957; 
The Wall Street Journal, New York, N.Y., 


June 24, 1957. 


U.K. Capital Expenditure 


The Board of Trade has provisionally estimated that 
capital expenditure by U.K. manufacturing industry in 
the first quarter of 1957 was 10 per cent higher than in 
the same period of 1956. This rate of increase is less 
than that achieved in the second half of 1956, when 
expenditure was 15 per cent higher than in the corre- 
sponding period of the previous year; in the first half 
of 1956, capital spending was 26 per cent higher than a 
year previously. The rise in the first quarter of 1957 
was the result of increases of about 25 per cent in expen- 
diture on industrial building work, and of around 10 
per cent on plant and machinery; expenditure on vehicles 
was about 10 per cent less than a year previously. 

Estimates based on forecasts provided by companies 
during the late autumn of 1956 suggested that total expen- 
diture for the year 1957 as a whole would be about the 
same as that during 1956. If these forecasts are fulfilled, 
there will be a fall in capital expenditure in the next 
three quarters of the year. 

Total expenditure on fixed investment in 1957 by 
agriculture, building, road transport, and other private 
service industries is also expected to be about the same 
as in 1956. Investment in new dwellings is expected to 
show a further decline. On the other hand, gross fixed 
investment by the Central Government, which rose by 15 
per cent in 1956, to £226 million, is expected to rise 
further in 1957, partly as a result of the atomic energy 
program; and a sharp rise of £106 million, to £643 
million, is estimated for investment by the nationalized 
industries (fuel and transport). 

Sources: U.K. Treasury, Bulletin for Industry, April 1957, 
and The Financial Times, June 14, 1957, Lon- 
don, England. 


U.K. Stocks 


The value of stocks and work in progress in U.K. 
manufacturing industry is provisionally estimated to have 
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risen by 3 per cent during the first quarter of 1957. This 
increase was due mainly to increases of about 51 per 
cent in work in progress and of 6'% per cent in finished 
goods; the value of stocks of material and fuel is esti- 
mated to have risen by less than 1] per cent. 

The increase in the over-all index is about twice the 
increase that occurred during the final quarter of 1956, 
but it is smaller than either the 51% per cent increase 
during the first quarter of 1955 or the 4 per cent increase 
in the same period of 1956. 

Source: The Financial Times, London, England, June 14, 
1957. 


Reimposition of Restrictions on French Imports 


The French Government has decided to reimpose, as 
of June 19, quantitative restrictions on practically all 
imports from the OEEC and dollar areas; the only excep- 
tions are imports of coal and steel from countries par- 
ticipating in the European Community for Coal and 
Steel. Thus far, the percentage of liberalization for im- 
ports from the OEEC area has been 82 per cent of imports 
in 1948; and for those from the dollar area, it has been 
11 per cent of imports in 1953. The Government has 
stated that the emergency measure is intended to put a 
stop to speculative imports, which were an important 
cause of the sharp increase in the balance of payments 
deficit in recent months. Foreign exchange reserves, 
which had fallen by $779 million (from $1,985 million 
to $1,206 million) during 1956, had decreased by an 
The Minister 
of Finance and Economic Affairs has stated that the 


additional $311 million by mid-June 1957. 


measure is temporary and that the Government intends to 
supplement it by other measures designed to reduce infla- 
tionary pressures on the domestic market. The measures 
now under consideration include new taxes, which are 
expected to yield about F 150 billion in 1957 and F 350 
billion in 1958. Furthermore, the Minister has said that 
the recent measures will not affect France’s participation 
in the common market. 


Sources: Le Monde, Paris, France, June 19 and 20, 1957. 


Expected Economic Developments in the Netherlands 


In its Central Economic Plan for 1957, the Central 
Planning Bureau of the Netherlands compares the eco- 
nomic developments now expected for 1957 with the 
developments that could have been expected if the Gov- 
ernment had not taken measures to restrain domestic 
demand (see this News Survey, Vol. IX, p. 280). If no 
measures had been taken, the tightness of the labor and 
capital markets would have continued unabated. If a 
moderate increase (e.g., f. 350 million) in inventories is 
assumed, the payments balance on goods and seryices 
account would have shown a deficit of f. 200 million and, 
given the normal outflow of capital, the country’s gold 


LL 


and foreign exchange reserves would have declined sub- 
stantially. 

As a consequence of the measures taken to restrain 
domestic demand, the volume of private consumption will 
increase by only 1.7 per cent and per capita consumption 
by 0.5 per cent. The increase in the volume of gross 
private investment is estimated at 3.5 per cent, which 
includes a 1.5-2 per cent rise of investment in the building 
sector. A 5 per cent decline in government use of re- 
sources is estimated. The expected small increase of 1 per 
cent in the volume of production, accompanied by an 
increase in the working population, will ease the strain 
on the labor market, and it is believed that unemployment 
may rise by 20,000, to an average of 62,000. 

The 1957 average price level is estimated as 4.5-5.5 per 
cent higher than the 1956 level. It is assumed that only 
one fourth of the total wage increase of 6.7 per cent will 
be passed on in prices. Although less tension in the 
monetary sphere is expected, the financing of the reduced 
demand will require some new creation of money, and 
bottlenecks may occur in certain sectors. The volume of 
imports is expected to be the same as in 1956, the increase 
in the volume of exports is estimated at 6.5 per cent, and 
a surplus of f. 100 million on goods and services account 
is forecast. 

Source: Nieuwe Rotterdamse Courant, Rotterdam, Neth- 


erlands, June 13, 1957. 


Fiscal Measures in Denmark 


In order to cope with the sharp decline in the coun- 
try’s foreign exchange holdings, the newly formed coali- 
tion Government in Denmark submitted a comprehensive 
fiscal program to Parliament on June 11. The program 
includes (1) a stabilization loan in the form of forced 
savings to be collected in the fiscal years 1957-58 and 
1958-59 and yielding a total of about DKr 400 million; 
(2) increases in excise taxes on beer, wine, cigarettes, 
cheroots, etc., yielding about DKr 100 million annually; 
(3) an increase in taxes on motorcars equal to the pre- 
mium paid under the Danish dollar retention scheme, i.e., 
80 per cent of the face value of the import license; (4) 
an increase of DKr 12 million annually in interest and 
amortization charges on government loans for housing 
granted in the period 1942-50; (5) a 10 per cent reduc- 
tion in declared dividends for companies that have paid 
more than 6 per cent of the par value of the share capital; 
(6) tighter controls on monopolistic prices; (7) further 
controls on the accuracy of income tax returns; and (8) 
increased tax-free depreciation allowances, as well as the 
possibility of creating investment funds to be used later 
for investment by business. The increases in excise taxes. 
as well as the increase in excise taxes on textiles intro- 
duced in March 1955, are to be excluded from the com- 
putation of the cost of living index, which governs auto- 


matic wage changes during the two-year wage agreement 
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periods. Moreover, it has been decided to discontinue the 
issuance of savings certificates introduced in March 1955 
with the object of offsetting the increase in the cost of 
living index as a result of the higher textile excise taxes. 
1957 will be 


about 0.3 per cent below what it otherwise would have 


Thus the cost of living index as of July 


been. 

The Government estimates that the over-all effect of 
these measures will be a reduction in demand of about 
DKr 300 million a year 
Government will not have to float new bond issues in 
fiscal 1957-58. 

Politiken (Weekly Overseas Edition). 
hagen, Denmark, June 9-15, 1957. 


Moreover. it is exper ted that the 


Source: Copen- 


Finnish Economic Program 


The Finnish Government has presented to the Parlia- 
ment an emergency program aimed at alleviating the 
present cash difficulties of the Treasury. It is estimated 
that the new measures will improve the budget position 


by about Fmk 7 billion in June and July when the pres- 


sure on the Treasury is the heaviest. An additional meas- 
ure to ease the cash difficulties may be the postponement 
for a short time of certain small payments. 

Second quarter payments of children’s allowances 


about Fmk 5 billion 


Subsidies will be cut substantially, resulting in a decrease 


will be postponed until next year. 


estimated at Fmk 5.2 billion in total subsidy payments. 
The subsidies on milk will be abolished; those on butter. 
margarine, and fertilizer will be reduced. The price of 
The direct effect of 


the reduction in subsidies on the cost of living index is 


bread will be raised by 24 per cent. 
estimated as 2.7 points, or about 2 per cent. 

The tax on private automobiles and on telephone calls 
will be increased: and prices of alcoholic beverages will 
be raised. It is also expected that government lending for 
private housing will be reduced. 

Sources: Norges Handels og Sjofartstidende, Oslo, Nor- 
way. June 14, 1957: Hufvudstadsbladet, Hel- 


sinki, Finland, June 14, 1957; Svenska Dag- 


bladet, Stockholm. Sweden. June 15, 1957. 


Increases by Italy in Dollar Liberalization 


The Italian Government has announced further reduc- 
tions in quantitative restrictions on imports from the 
dollar area. The percentage of liberalization, calculated 
on the basis of imports in 1953, has been increased from 
39 per cent to 7] per cent. Mr. Pella, Minister of Foreign 
Affairs, has stated that this further step toward the re- 
moval of all quantitative discrimination is intended to 
increase the competitiveness of the Italian economy. He 
hopes that the United States will reciprocate by removing 
certain obstacles in the way of Italian exports to the 
United States. Mr. Pella also said that he trusts that 


Italy may continue to purchase U.S. surplus agricultural 
produc ts. 


Source: Corriere della Sera, Milan. Italy. June 18, 1957. 


Austrian Credit Controls 

The Austrian Ministry of Finance in cooperation with 
the Austrian National Bank concluded, on April 25, a 
series of new credit control agreements with various 
groups of Austrian credit institutions. The new agree- 
ments with the commercial banks and with the savings 
banks were retroactive to April 1. 

Under former agreements. credit ceilings were based 
on the volume of bank credit outstanding on a certain 
date plus a percentage of new deposits. For the com- 
mercial banks, the basic date was June 30, 1952: and 
until October 31, 1956, they were permitted to use 50 per 
cent, but subsequently only 25 per cent, of their new 
deposits for the extension of credits (see this News Sur- 


vey, Vol. ‘4 p- 201). 


the capital and reserves, including pension reserves, of 


According to the new regulations, 


the banks (as far as they are not tied up in buildings, 
real estate, and permanent participations), plus their de- 
posits, excluding interbank deposits placed with other 
institutions, form the basis for the calculation of the 
credit ceilings: and the commercial banks may now 
utilize 75 per cent of their capital and deposits (as defined 
in the new agreement) for credit extension. Exempted 
from the credit ceilings are “preferential” credits which 
the Austrian National Bank is committed to refinance 
(reconstruction credits, certain export promotion credits, 
credits to formerly Soviet-controlled enterprises covered 
by the Guaranty Law of 1955, and credits granted for 
certain specified grain imports). The credit ceilings es- 
tablished for other types of credit institution are similar, 
but the percentage rates are different; for instance, the 
credit ceilings for the savings banks are to be calculated 
on the basis of 75 per cent of their capital and reserves, 
70 per cent of their savings deposits, and 50 per cent of 
their giro deposits. 

The percentages currently in force are intended to be 
variable; they are to be adapted whenever necessary to 
future requirements. The new agreements are. therefore, 
regarded as a more flexible (and more permanent) instru- 
ment of credit policy than the former credit control 
agreements. Also, they have eliminated some inequali- 
ties in the treatment of individual credit institutions, 
which had resulted from the application of an arbitrary 
base period. The new agreements were not designed to 
provide for a further reinforcement of credit restrictions 
at the present time; in fact, the new credit ceilings, which 
take into account the capital and reserves of the banks, 
appear to be somewhat less restrictive than the former 
ceilings. 
Sources: Osterreichische Nationalbank, Mitteilungen, 
May 1957, and Finanznachrichten, May 25 and 
June 1, 1957, Vienna, Austria. 
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Five-Year Electrification Plan for Greece 


The Prime Minister of Greece has announced a five- 
year electrification plan, drawn up by the Public Power 
Corporation and approved by the Government. The plan, 
which provides for greatly increased produc tion of ele - 
tric power and for the extension of the distribution 
system, is regarded as basic for industrial and agricultural 
development. It is estimated that, when the plan is im- 
plemented, the Public Power Corporation’s output will 
rise from the present figure of 830 million kilowatt-hours 
per year to 2,300 million. 

The cost of the project is put at 4,026 million drachmas, 
of which 1,956 million will come from income of the 
Public Power Corporation, 950 million from the Govern- 
ment’s investment and reparations budget, and the re- 
mainder from various loans. 

Source: Greek Economic Information Agency. National 


Economy, Athens. Greece. May 1957. 


Exchange Rates for Soviet Ruble 
As from April 1, official premiums will be paid in the 


U.S.S.R. of up to 150 per cent on foreign currencies used 
for noncommercial transactions. The sterling rate for 
embassy costs, tourists, etc., will move from 11.2 rubles 
to 27.6 rubles. The corresponding new rate for the Hun- 
garian forint is 140 forints per 100 rubles instead of 297 
forints; and for the Rumanian leu it is 97 lei per 100 
rubles, instead of the old rate of 150 lei. In all cases. the 
old rates continue to be applied to merchandise trans- 
actions. 
Sources: The Bankers’ England. 
May 1957; Frankfurter Allgemeine Zeitung, 
May 22, 1957, and Nachrichten fiir Aussen- 


handel, June 1, 1957, Frankfurt am Main, Ger- 


Middle East 
Sudan Budget for 1957-58 


During the fiscal year beginning July 1957, the Gov- 


Vagazine. London. 


ernment of the Sudan plans to collect LSd 45.5 millien 
in revenue and to disburse LSd 40.4 million, leaving a 
surplus of LSd 5.1 million. These estimates represent an 
increase of 8 per cent in revenue and 14 per cent in ex- 
penditure over the final estimates of the present fiscal 
year. The increase in revenue will be derived mainly from 
the export duty on cotton, which has been raised by 
LSd 1 per kantar. a part 


of total government expenditures, which include the devel- 


The ordinary budget is only 


opment budget, the Sudan railways, and several separate 

budgets of the Central Government. Total expenditures 

are estimated at about LSd 65 million for the fiscal 

year 1957-58. 

Source: Information Centre of the Republic of the Su- 
dan, News Bulletin, Khartoum, Sudan, June 10. 


1957. 


Israel's Four-Year Plan for Development of Industry 


A four-year plan for industrial expansion in Israel, 


which has been presented to the Economic Advisory 
Council by the Minister of Commerce and Industry, calls 
for an investment of I£500 million during the four-year 
period. It is hoped that part of the necessary funds will 
be obtained from private sources, both domesti and 
foreign, but government funds also will have to be used. 
Expenditure in foreign exchange, mainly for equipment, 
is estimated at about 1£200 million. 

The plan, which provides for both the expansion of 
existing industrial enterprises and the establishment of 
new ones, will aim at the dispersal of industry; new 
industries will be directed to development areas wherever 
possible. Special attention will be paid to the production 
of export goods and to the expansion of the cement, tire, 
and diamond industries. 

Source: The Jerusalem Post, Jerusalem, Israel, June 18, 


1957. 


U.K. Economic Aid to Jordan 


Jordan has asked the United Kingdom to continue its 
economic development assistance despite the termination 
of the treaty of alliance between,the two countries. Eco- 
nomic aid was previously given by the United Kingdom 
to Jordan in the form of interest free development loans 


which did not constitute a part of the treaty of alliance 


a 
5 


\ last appropriation of £2.25 million was made for the 
of this total. Jordan drew only £1.12 


This request seems to have been well received in 


fiscal year 1956-57: 
million. 
the United Kingdom, particularly since Jordan has paid 
the first installment of £1.25 million on the purchase of 
British military installations which were taken over last 
February. 


Source: The Economist, London. England. June 8, 1957. 


Far East 


Indian Exchange Control Regulations 


The Reserve Bank of India has decided to cancel. effec- 
tive June 10, the permission given to residents in India to 
acquire sterling shares in the London market, provided 
they are shares of companies that operate exclusively in 
India and maintain dual registers—one in London and the 
other in India. 

The Reserve Bank has also decided not to allow foreign 


exe hange for cor respondent e courses, 


Reserve Bank of India. A.D. Circulars. Nos. 9 


and 10, Bombay, India, June 3 and 10. 1957. 


sources: 


Burmese Planning 


The Premier of Burma has directed covernment offi 


cials to draw up a new four-year plan, to replace a plan 
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that was recently adopted. The new plan is to give highest 
priority to the elimination of the civil disorder which has 
plagued the country since independence was achieved in 
1948. The Premier stated that the new plan must check 
the tendency in Burmese planning of recent years to give 
the Government “a finger in all sorts of economic pies” 
and that it should extend to private enterprise, including 


foreign investors, the opportunity of participating in all 


forms of business and industry, except certain key proj- 


ects. The management of some enterprises now in gov- 


ernment hands would be turned over to private interests. 


The Washington Post and Times-Herald, Wash- 
ington, D.C., June 7, 1957; The Times of India, 
Bombay, India, June 10, 1957. 


Sources: 


Burma-Israel Economic Agreement 


Burma and Israel have signed an economic cooperation 
agreement, under which they agree in principle to under- 
take negotiations for setting up joint ventures in Burma 
for the manufacture of rubber tires, ceramics, glassware, 
paint, and varnish. A joint study will be made on the 
feasibility of a project for cultivating one million acres 
of wasteland in the Shan states to wheat, corn, and soy- 
beans, designed mainly for export to Israel. The agree- 
ment also provides for training and research facilities for 
Burmese citizens in Israel. 


Source: The Times, London. England, June 15, 1957. 


Indonesian Exchange Reform 


Effective June 20, Indonesia abolished its complicated 
exchange system and introduced a new system that seeks 
to secure a balance between exports and imports and to 
strengthen the country’s weak exchange position by pro- 
moting exports and simplifying exchange restrictions. 
The reform revolves around the introduction of a free 
certificate exchange market, through which all exports, 
imports, permitted invisibles, and permitted capital trans- 
fers will be channeled, except those relating to oil com- 
panies, which continue to be governed by the special 
agreements between these companies and the Indonesian 
Government. Government receipts and payments also 
will go through the certificate market. The certificate 
rate will be determined by the interplay of supply and 
demand, and the Government intends to work toward 
gradual stabilization of the rate, through strong fiscal 
and monetary measures. 

On the export side, the new exchange reform will 
abolish the 8 old effective rates; all merchandise ex- 
ports will receive 1 certificate rate, less a uniform 
surcharge of 20 per cent ad valorem, calculated at the 
certificate rate. On the import side, the exchange reform 
will replace 17 cld effective selling rates by only 6 new 
effective rates. For this purpose, imports are to be re- 
classified into six new import-surcharge categories. The 


first category, consisting of rice and other essential com- 
modities, will be free of any surcharge; the other five will 
be subject to surcharges of 20, 50, 100, 140, and 175 per 
cent, respectively, calculated at the certificate rate. 

Under the new exchange system, invisibles are subject 
to cost restrictions, instead of the old system of exchange 
quotas. The old TPT exchange tax on permitted transfer 
payments is abolished. Most current payments for invisi- 
bles will be effected at the certificate rate. However, most 
profit transfers will be subject to an additional 50 per 
cent surcharge. 


The exchange reform was necessitated because of the 
almost steady loss of official gold and foreign exchange 
reserves since the beginning of 1956. Indonesia’s gross 
official reserves had declined from $304 million as of the 
end of 1955 to $191 million as of the end of May 1957. 
As for the net official reserves, i.e., gross assets minus 
foreign exchange liabilities, the decline was from $165 
million at the end of 1955 to $40 million at the end of 


May 1957. Owing to the serious drain on reserves, the 


EIGHTH ANNUAL REPORT ON 
EXCHANGE RESTRICTIONS 


This Report is the eighth in the series prepared in 
accordance with Article XIV of the Fund Agreement. 
It shows that progress in the relaxation of exchange 
restrictions continued in the past year but at a some- 
what reduced rate. This progress was particularly 
noticeable in the widening of areas of transferability 
for certain currencies, in the liberalization of bi- 
lateral arrangements, and in the simplification of 
exchange controls. Moreover, some important coun- 
tries faced with balance of payments difficulties 
avoided intensifying their exchange restrictions. Dis- 
crimination against dollar imports and payments 
declined. There were few changes of any significance 
in the multiple currency practices maintained by 
some member countries of the Fund. 

The second part of the Report consists of country 
surveys describing the exchange systems of all Fund 
members, 11 of which do not have any exchange 
restrictions under Article XIV of the Fund Agree- 
ment. Comparable surveys of the exchange systems 
of 12 nonmember countries are also included. Each 
survey is divided into various sections giving the 
basic exchange rates, the nature of the exchange 
system, the authorities that administer the controls, 
the arrangements that apply to settlements with 
other countries, the operation of the accounts of 
nonresidents, and the requirements affecting pay- 
ments for imports, exports, invisibles, and capital 
transactions, and it concludes with a chronological 
listing of the more significant changes in exchange 
practices that took place during 1956. 

The Report is available without charge. 
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i 


Indonesian authorities had suspended on April 29 the 

issuance of import licenses, pending reconsideration of 

the entire exchange system (see this News Survey, Vol. IX, 

p. 338). 

Sources: The Journal of Commerce, New York, N.Y., 
June 21, 1957; Bank Weekly 
Abridged Balance Sheets, Djakarta, Indonesia. 


Indonesia, 


Philippine Foreign Exchange Bill Vetoed 


The bill passed by the Philippine Congress in its last 
regular session authorizing the introduction of an export 
retention quota system in the Philippines (see this News 
Survey, Vol. IX, p. 355) was vetoed by President Carlos 
P. Garcia on June 22. 

Source: The Journal of Commerce, New York, N.Y.., 
June 24, 1957. 


United States and Canada 


U.S. Business Conditions 


Although industrial production in the United States 
declined slightly in May, other major indicators of busi- 
ness conditions continued at record levels. The Federal 


Reserve Board’s index of industrial production, seasonally 


adjusted, was 143 (1947-49=100), compared with 144 
in April and 145 in March. On the other hand, private 
housing starts recovered further in May to a seasonally 
adjusted annual rate of about 1 million units—the high- 
est since December 1956. Seasonally adjusted nonfarm 
employment remained at the record high level of recent 
months, and unemployment was 2.7 million, about the 
same as a year earlier. Since December 1956 the factory 
workweek has fallen by 1.3 hours, or about 0.5 hours 
more than is usual for this period. In May, the average 
factory workweek decreased to 39.7 hours, compared 
with 39.8 hours in April. Hourly earnings of production 
workers, at $2.06, were the same in May as in April, but 
the shortened workweek reduced weekly earnings by 21 
cents, to $81.78. The volume of retail sales was 4 per 
cent above May 1956 and about the same as last Decem- 
ber. Industrial commodity prices changed little in April 
and May, and farm prices increased somewhat. Con- 
sumer prices rose slightly in April and were 4 per cent 
higher than in early 1956, when the rise began. 

Yields on all types of bonds and short-term securities 
rose from mid-May to mid-June; the average rate on 
new treasury bills increased to 3% per cent in early June, 
following a decline from January to April. 

Sources: Department of Labor, Employment, Hours, 
and Earnings, May 1957, June 11, 1957, and 
Board of Governors of the Federal Reserve 
System, National Summary of Business Condi- 
tions, June 17, 1957, Washington, D.C. 


Canadian Balance of Payments 


Owing mainly to substantial imports (see this News 
Survey, Vol. IX, p. 347), Canada’s deficit on current 
account rose to Can$409 million (or 29 per cent of total 
current receipts) in the first quarter of 1957, from $363 
million in the same period of 1956 and a quarterly 
average of $343 million in 1955. The 13 per cent increase 
between 1956 and 1957 compares with a doubling of the 
deficit in each of the first three quarters of 1956 over 
corresponding periods in 1955. Almost all of the increase 
in imports in the first quarter of this year was in metal 
products, as a result of the high level of investment 
activity in Canada. The deficit in service transactions 
was $178 million, compared with $163 million during the 
first quarter of 1956; the increase reflected partly a rise 
in investment income payments, which may be attributed 
to increasing foreign ownership of Canadian securities 
and to higher dividend rates. 

Capital movements included a sharp increase in net 
foreign purchases of Canadian securities (see this News 
Survey, Vol. IX, p. 387) and a contraction from $12] 
million in the first quarter of 1956 to $100 million in the 
first three months of 1957 in the net inflow of long-term 
direct investment in foreign controlled enterprises. The 
balance of $100 million is the lowest for any quarter 
since the first quarter of 1955. For other capital move- 
ments, which cover a wide range of transactions and 
include the flow of short-term capital, there was a net 
inflow of $108 million for the first quarter of 1957. The 
corresponding figure for the first quarter of 1956 was 
$195 million, but this item varies considerably since it 
is influenced, to some extent, by short-run changes in 
the trade balance and the terms of payment. 

Source: Dominion Bureau of Statistics, Quarterly Esti- 
mates of the Canadian Balance of International 
Payments, First Quarter, 1957, Ottawa, Canada. 


Latin America 


Export-Import Bank Loan fo Panama 


The Export-Import Bank of Washington has announced 
a loan of $12.9 million to assist the Republic of Panama 
in completing its section of the Inter-American Highway. 
The loan, which will enable Panama to finish 200 miles 
of the highway within its borders, will be repaid in quar- 
terly installments over a 15-year period commencing in 
July 1962. 

This is the fourth credit by the Bank to accelerate 
progress on the highway and brings total loans for this 
purpose to $26 million. Earlier loans were made to 
Costa Rica, Nicaragua, and Honduras. 

Source: The Export-Import Bank of Washington, Press 
Reiease, Washington, D.C., June 22, 1957. 





Other Countries 


Economic Developments in U.K. Colonial Territories 


At the end of 1956, sterling area countries held sterling 
balances worth £2,860 million, with colonial balances 
accounting for 45 per cent of this figure. Since 1949, 
while the balances of other sterling area countries have 
fallen by £40 million, those of the colonies have risen by 
£740 million. Recently, however, with development plans 
accelerating and commodity prices falling, the rise in the 
colonial balances has been slackening, and last year it 
was negligible. The Annual Report on the Colonial Ter- 
ritories shows that one third of the total was held by 
West African Colonies (including the Gold Coast) and 


one quarter by the Malayan area. 


The gross domestic product at market prices of the 
colonial territories in 1956 was 4 per cent higher than 
in 1955. Colonial exports rose by 6 per cent, to £1,445 
million, while imports rose by 9 per cent, to £1,639 
million. The largest increases in imports were in Malaya 
and Hong Kong, mainly in commodities for re-export. 
The United Kingdom remained the principal customer 
and supplier of the territories, although its relative im- 
portance declined slightly. As a whole, the territories 
ran a surplus of £78 million with the dollar area and 
deficits with the United Kingdom, the other sterling area. 
and the rest of the world. The total current account bal- 
ance of the territories, excluding Hong Kong, with the 
rest of the world showed a deficit of £81 million (£32 
1955), but capital inflow 


investment from the United Kingdom 


mainly 
amounted to £90 


million in private 


million. Sterling assets (including commonwealth and 
colonial securities) of the colonial territories, including 
Hong Kong, rose to £1,454 million by the end of 1956 
(end 1955, £1,444 million). 


Annual investment in gross fixed capital increased 
from £180 million in 1948 to about £470 million in 1956, 
Colonial 


Governments and other public bodies plan to spend 


a 75 per cent increase in terms of 1948 prices. 


roughly £150 million a year on development in the next 
It is hoped that £30 million will be raised 


annually from external loans, £35 million from Colonial 


few years. 


Development and Welfare funds and local loans, and the 


re mainder from local revenue and the use of reserves. 


Source: The Financial Times, London, England. June 20. 


1957. 


Industrial Finance Corporation in South Africa 


The nominal capital proposed for the new industrial 
finance corporation that is being set up in South Africa 
(see this News Survey, Vol. IX, p. 357) is five million 
shares of £1 each. 


It is suggested that the Industrial 
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Development Corporation—a government-owned corpora- 
tion with issued capital of £40.7 million—and the South 
African Reserve Bank should undertake to subscribe 
firmly for one million shares each. The remaining £3 
million would be offered to a selected number of financial 
institutions, including commercial banks, insurance com- 
panies, mining houses, and other finance and investment 
companies whose functions include the financing of indus- 
try; if the subscriptions of this group should exceed £3 
million, the Reserve Bank and the Industrial Develop- 
ment Corporation should be prepared to surrender part 
of their firm subscriptions. Since it will probably be 
some time before the new corporation can begin full 
operations, it is suggested that provision be made for an 
initial payment of only 1 shilling on the shares issued 
and that the remainder be called up as and when re- 
quired. To supplement the funds at its disposal, the 
corporation should have the power to borrow in the 
Union and abroad up to an amount equal to about four 
times its nominal capital. Two main reasons are put 
forward for the establishment of the new corporation: 
first, to supplement activities of existing institutions 
already engaged in financing industry and to handle 
projects that would be beyond their capacity; and, sec- 
ond, to induce foreign industrialists to establish new 
industries in the Union which would not only provide 
new capital but would also secure technical knowledge 


and experience of the foreign industries concerned. 


Source: The Star, Johannesburg, South Africa, May 8, 


1957. 


Fund Executive Director and Alternate Director 


Mr. B.N. Adarkar, member of the Indian Tariff Board, 
1949-51, and subsequently member of the Indian Tariff 
Commission, has been appointed Executive Director of 
the Fund for India, to succeed Mr. P.S. Narayan Prasad. 
Mr. P.J.J. Pinto has been reappointed Alternate Executive 
Director of the Fund for India. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained free of charge by applying to 
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